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With all the concern being expressed about the economy, we want
to assure you that Blue Cross and Blue Shield of Florida (BCBSF)
is strong and growing and our positive financial results assure that
our customers are protected. D During the past year, BCBSF made
prudent contributions to policyholders' equity. Policyholders' equity
provides a safety net to assure that BCBSF can meet its obligations
during times of economic instability and when claims expenses are
higher than anticipated. D By maintaining an adequate level of
policyholders' equity, BCBSF has the necessary resources to complete
the research and development for new programs to control the cost
of medical care. D The primary reasons we were able to strengthen
policyholders' equity last year include: the good performance by the
company's health maintenance organization (HMO) and preferred
provider organization (PPO) programs and good return on investments. The company's investment portfolio includes no junk bonds
or real estate ventures. D Standard and Poors, a weH-kno\\rn credit
rating service~ has given BCBSF an A+ rating in recognition of our
financial strength and stabili0. D Looking forward, we will continue
to improve the effectiveness of HMO and PPO programs and help to
expand access to affordable health care in Florida. The company will
also maintain a prudent level of policyholders' equity. D We believe
that by continuing our focus on managing medical and admmistrative
costs, we can minimize the possibility of large swings in performance.
We look forward to continuing to meet your needs in the years ahead.
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lue Cross and Blue Shield of

Improvements to both the public and

government. The government has an im-

included representatives from business

Florida is working on several

private health care systems are needed to

portant role to play in health care reform,

and industry, health professions, insurers,

fronts to help shape the future of

meet the needs of all of Florida's uninsured.

but not the role of single payer or operator.

hospitals, medical education, consumer

health care in this state. To better

To help to speed up the evolutionary

groups and retired persons.

A solid approach to health care reform

These principles and strategies are being

control the cost of care, BCBSF continues to

process, the government should provide

which includes a partnership between the

work with doctors and hospitals to create

incentives to create the conditions in

public and private sectors can result in

shared with others in the industry, with

strong networks and to encourage con-

which competition can flourish.

coverage for every Floridian. This can be

government leaders and with all parties

COMPARISON OF REFORM PROPOSALS

cost-effective delivery
systems. BCBSF is
taking part in the
health care reform
debate along with other
concerned parties to help
develop sound public
policy that addresses
the issues of cost and
access and quality.

THE CHALLENGE
Reform of the health

accomplished through

who are active in health

is developing special

a series of programs

care reform. The sugges-

health care programs

that influence both

tions of this group can

that help to meet the

the price and use of

help to frame the debate

needs of children and

services while

because of the diverse

small businesses who

preserving quality.

perspectives represented.

Meanwhile, BCBSF

sumers to use the most
"MARKET
BASED"

Improves
access
Provides incentives
to promote cost
effective use
of system

"PAYOR
PLAr'

•

•

NATIONAL
HEALTH

•

•

currently lack any

-~

Encourages
competition based
on quality & cost

•

Promotes
high value

•

•

Limits availability
of services

•

By using market-

BCBSF favors a

kind of health

based incentives, this

""market-based"

msurance coverage.

partnership can

approach to health care

PRIVATE AND PUBLIC
SECTOR PARTNERSHIPS

encourage the

reform. With '"market-

development of a

There are many reform

competitive financing

based" reform, private
.
.
msurance compames

alternatives being

and delivery system

" NO ONE STRATEGY FOR REFORM JS
SUITABLE FOR FLORIDA . WHAT JS

compete on the basis of

NEEDED IS A PUBLIC - PRIVATE COLLAB-

care system is complicated. It will take

•

Increases taxes

several years to evolve

discussed. Simple solu-

that will control costs

tions like government

and improve quality.

control or '"pay or play"

Consumers also can be

ORATION THAT BLENDS ELEMENTS OF
ALL OF THESE STRATEGIES."

their ability to design
programs that are
desired by consumers

to a healthy competitive market. The

can sound appealing. However, efforts by

participants in the process if they are able

supported by a network of doctors and

competitive market will have powerful

the government to control costs or to

to choose among competing health plans.

hospitals who deliver the best value.

incentives for high quality care and

directly manage the health care system

FLORIDA HEALTH CARE WORK GROUP

Value will be judged both on the quality

efficiency so that the consumer is assured

have been largely unsuccessful.

A special section on health care reform

of care and the price.

Many informed participants in the

of good value. Reforms that achieve

is included in this report. Included are

increased access to Florida's health care

health care reform debate believe that a

principles for reform that were

system can only be realized through a

""pay or play" system will eventually lead

developed by the Governor's Florida

public and private partnership.

to a system managed directly by the

Health Care Work Group. The group

tw o
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n 1991, Blue Cross and Blue Shield

BUILDING RESERVES

instability and when claims expenses

continue building its level of policy-

of Florida experienced another

Good performance in 1991 enabled

are higher than anticipated.

holders ' equity.

year of strong performance

BCBSF to make prudent contributions

Good progress has been made in

Historically, performance in the

adding almost 40,000 new contracts.

to policyholders' equity to meet future

building equity to maintain the goal

health insurance industry follows a

Corporate revenue increased by 12

demands. At the end of 1991, policy-

of having policyholders' equity equal

pattern of three years of gains followed

percent to $1 .69 billion.

holders' equity reached $296.5 million,

at least two to four months of claims

by three years of losses. Hopefully, with

,J1

REASONS FOR
IMPROVEMENT

OPERATING INCOME

$60.

(in m illions)

40.
20.

Investment income
and growing strength
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our managed care

$105.5 million.

expense. The chart,

products, we can

"Equity Expressed

reduce the rate of

provides the resources

As Months of Claims

increase in medical

necessary to complete

and Administrative

costs and extend the

the research and

Expense," shows

favorable underwrit-

development neces-

that the number of

ing results in 1992

sary to create innova-

months is well

and beyond. BCBSF's

tive new programs

within that range

that will control the

but still below the

cost of medical care

peak BCBSF

for customers.

attained in 1986.

Policyholders' equity

ENROLLMENT CONTRACTS

875
850

and administrative

I

-67.0

134.115

121.121

800

zation (HMO) and

I I

-84.S

in BCBSF's health
maintenance organi-

I I

-20.
-40.
-60.
-80.

an annual increase of
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rn.m

775

750

preferred provider
EQUITY

organization (PPO )
programs are the
primary reasons for
the good performance.

4.0
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Policyholders' equity is an important

Our HMO, which is a subsidiary, con-

"FEDERAL INCOME TAX, STATE
PREMIUM TAXES AND ASSESSMENTS
ARE GROWING FAST .
THESE TAXES ADD FUEL TO RISING

preclude large swings
in performance.

CONCLUSION

BCBSF looks forward to continued
strong performance in the years ahead.

measure of BCBSF's overall strength

Looking forward, BCBSF will continue

million in 1991. The investment

and must grow as our customer b ase

to focus its efforts on improving its

portfolio also has performed well; it is

grows . It provides a safety net for the

HMO and PPO programs and helping

highly diversified and inclu des no

future, assuring that BCBSF can meet

to expand access to affordable h ealth

its obligations during times of economic

care in Florida. The company will

~ff'~~
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costs should help to

' HEALTH CARE COSTS . "

tributed operating income of $26.3

junk bonds or real estate ventures.

focus on managing

controlling cost

pending for health insurance

services. The combination of reasonable

by businesses has far outpaced

price and appropriate use helps in

inflation in the rest of the

managing costs. Nationally, HMO and

economy. Health care costs

PPO premium increases for 1991 were

have grown to the point that providing

about one-half of the increases in

health insurance is no longer considered

traditional insurance.
A good example of how well these

automatic. Business managers must
balance its high costs against factors

programs improve efficiency can be seen

like employee satisfaction, stability and

in the performance of our HMO in the

competitiveness in their labor market.

Miami market. The Miami market

According to a recent report pre-

for health care services and
health insurance is the most

pared by A. Foster Higgins &
Company, the average American

competitive in Florida. Because

PPO
73.3%

worker received $3,605 in health

of the high average cost of

care benefits in 1991. The aver-

health care services there,

age total cost of corporate

GROUP ENROLLMENT BREAKDOWN
-1991By pr oduc t lin e

health benefits equaled 45 percent

'

of a company's net earnings.

Miami could be expected to

have medical costs 25 percent

higher than the rest of the state. Yet our

Blue Cross and Blue Shield of Florida

HMO in Miami now has costs equal to or
lower than the state average.

has discovered that the best available

This shows how competition can be a

methods to control costs are included in
products like HMOs and PPOs. With

driving force for controlling costs. HMO

these programs doctors, hospitals and

and PPO programs influence the price

other health care providers compete on

and use of services. Providers are selected

the basis of quality and price. Thus, these

using criteria that include both quality

programs include incentives for health

and practice patterns. The savings are

care providers to be efficient in the use of

passed on to customers.

"THE BEST AVAILABLE
METHODS TO CONTROL HEALTH
CARE COSTS ARE INCLUDED
IN PRODUCTS LIKE HMOS
AND PPOS."

six

principles for reforna
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and effective high technology health care.

illiam E. Flaherty, president
of Blue Cross and Blue Shield

• Makes uniform the processes for

of Florida participated on the

billing, payment, and documentation

Governor's Health Care Work

of health care financing.

Group. BCBSF supports the findings of

• Acknowledges that health care

the work group and shares the vision that

delivery is principally the

we reduce significantly the number of

responsibility of private providers.

uninsured Floridians each year.

• Assures the maintenance of a healthy

The Governor's Work Group envisioned
a market emerging in each region of the

competitive insurance market place.
• Provides for an effective, efficient,

state in which several competing

integrated and coordinated system

managed care plans were available, giving

for State government activities

consumers meaningful choices.

dealing with health care.

BCBSF supports the work group's

• Assists state, county, and local

recommendation that the state move

governments, private businesses, and

towards a health care system

health care providers to contain

characterized by the following principles:

health care costs.

• The design of the health care system

• Facilitates and provides incentives to

provides access to affordable basic

engage in innovative approaches to:

health care for all Floridians.

contain health care costs; improve
health care financing, access and

• Assures that basic access includes
prevention and education and an

qualty; and meet health manpower

emphasis on personal responsibility.

requirements.

• Assures that processes are developed to

• And assures that regulatory activities

control health care costs and expand the

are not limited to restrictive and

role of the private sector in those processes.

punitive actions but also facilitate
effective, efficient and affordable

• Assures the appropriate distribution
and utilization of affordable, efficient

health care.

"WE NEED TO ENCOURAGE THE
DEVELOPMENT OF A COMPETITIVE
FINANCING AND DELIVERY
SYSTEM THAT WILL CONTROL
COSTS AND IMPROVE QUALITY."

etght

reaching out to the coniniunity

I

r

1 o expand access, improve

BCBSF is currently working on

affordability of health insur-

another experimental program for

ance, and to address the issue

children who lack health insurance

_.__ of infant mortality, Blue Cross

coverage. We plan to introduce this

and Blue Shield of Florida undertook a

program in 1992 in Duval County. It

number of key programs in 1991.

will provide low-cost coverage through
an HMO to students between 5 and 19

BCBSF is working to address the issue
of the uninsured by applying the same

years of age. This program will also be

principles and strengths that are used in

studied and could be expanded to other

HMO and PPO products. BCBSF is

areas of the state.
Both of these products were developed

working on products that are specifically
designed to make managed care coverage

after conducting extensive market

available to uninsured Floridians.

research to assure we meet the needs of

A special, low-cost HMO program

those currently uninsured.
Healthy babies are another corporate

was introduced in Palm Beach county
last year for small businesses that were

concern. BCBSF is a founding member

not offering health insurance coverage to

of the Florida Leaders for a Healthy

their employees. After its introduction,

Start - an organization created to

many small businesses in Palm Beach

address the issue of infant mortality

enrolled in this new program or other

in Florida. It's goal is to coordinate

existing Blue Cross and Blue Shield

public, private and volunteer resources

health insurance programs. The Palm

to build awareness of the importance

Beach results are being studied and the

of prenatal care. This is a very critical

program may be expanded to other

issue for the cost of health care and the

areas of the State in 1992.

quality of life in Florida.
" BCBSF IS WORKING ON PRODUCTS THAT ARE SPECIFICALLY

DESIGNED TO MAKE MANAGED
CARE COVERAGE AVAILABLE TO
UNINSURED FLORIDIANS. "
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BCBSF is currently working on

, o expand access, improve
affordability of health insur-

another experimental program for

ance, and to address the issue

children who lack health insurance

.....-.. of infant mortality, Blue Cross

coverage. We plan to introduce this

and Blue Shield of Florida undertook a

program in 1992 in Duval County. It

number of key programs in 1991.

will provide low-cost coverage through
an HMO to students between 5 and 19

BCBSF is working to address the issue
of the uninsured by applying the same

years of age. This program will also be

principles and strengths that are used in

studied and could be expanded to other

HMO and PPO products. BCBSF is

areas of the state.
Both of these products were developed

working on products that are specifically
designed to make managed care coverage

after conducting extensive market

available to uninsured Floridians.

research to assure we meet the needs of
those currently uninsured.

A special, low-cost HMO program

Healthy babies are another corporate

was introduced in Palm Beach county
last year for small businesses that were

concern. BCBSF is a founding member

not offering health insurance coverage to

of the Florida Leaders for a Healthy

their employees. After its introduction,

Start - an organization created to

many small businesses in Palm Beach

address the issue of infant mortality

enrolled in this new program or other

in Florida. It's goal is to coordinate

existing Blue Cross and Blue Shield

public, private and volunteer resources

health insurance programs. The Palm

to build awareness of the importance

Beach results are being studied and the

of prenatal care. This is a very critical

program may be expanded to other

issue for the cost of health care and the

areas of the State in 1992.

quality of life in Florida.
"BCBSF IS WORKING ON PRODUCTS THAT ARE SPECIFICALLY
DESIGNED TO MAKE MANAGED
CARE COVERAGE AVAILABLE TO
UNINSURED FLORIDIANS ."
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ASSETS
REPORT

OF

INDEPENDENT

ACCOUNTANTS

INVESTMENTS:

Fixed maturities, at amortized cost (market value

208-.3

$

$212.1 in 1991 and $91.6 in 1990)
Equity securities, at market (cost $64.9 in 1991 and

To the Board of Directors of
Blue Cross and Blue Shield of Florida, Inc.

.,
We have audited the accompanying consolidated balance sheets of Blue Cross and Blue Shield of
Florida, Inc . and subsidiaries as of December 31, 1991 and 1990, and the related consolidated
statements of operations and policyholders' equity and cash flows for the years then ended. These
financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on

76.4
99,8
77.7

$31.5 in 1990)
Short-term investments
Cash and cash equivalents

462.2

Total investments

'

70.6
88.4
56.3
44.9
20.6

RECEIVABLES:

Premiums and other
Reimbursable contracts
Federal Employees Program
PROPERTY AND EQUIPMENT
DEFERRED EXPENSES AND OTHER ASSETS

743.0

$
Total assets

a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide
a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly , in all material respects,

LIABILITIES
LIABILITIES FOR POLICYHOLDER BENEFITS:

155.5
88.4

$

Claims outstanding
Reimbursable contracts

243.~

Total liabilities for policyholder benefits

the consolidated financial position of Blue Cross and Blue Shield of Florida, Inc. and subsidiaries
as of December 31, 1991 and 1990, and the consolidated results of their operations and their cash
flows for the years then ended in conformity with generally accepted accounting principles.

51.
56.
12
82

UNEARNED PREMIUM INCOME:

Premiums and unallocated receipts
Federal Employees Program
DEPOSITS AND ADVANCES
ACCOUNTS PAYABLE AND ACCRUED EXPENSES

~

44(i

Total liabilities

Jacksonville, Florida
February 10, 1992

COMMITMENTS AND CONTINGENCIES

29

POLICYHOLDERS ' e:au1TY

POLICYHOLDERS' EQUITY

$

7t

Total liabilities and policyholders' equity
See accompanying notes to consolidated financial statements.
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CONSOLIDATED

BALANCE

SHEETS

December 31,

1991

ASSETS

1990
(In Millions)

INVESTMENTS:
Fixed maturities, at amortized cost (market value
$212.1 in 1991 and $91.6 in 1990)
Equity securities, at market (cost $64.9 in 1991 and
$31.5 in 1990)
Short-term investments
Cash and cash equivalents

$

Total investments
RECEIVABLES:
Premiums and other
Reimbursable contracts
Federal Employees Program
PROPERTY AND EQUIPMENT
DEFERRED EXPENSES AND OTHER ASSETS
Total assets

208.3

$

91.7

76.4
99.8
77.7

31.6
136.0
92.7

462.2

352.0

70.6
88.4
56.3
44.9
20.6

77.6
88.1
76.6
40.9
9.7

$

743.0

$

644.9

$

155.5
88.4

$

155.2
88.1

LIABILITIES

LIABILITIES FOR POLICYHOLDER BENEFITS:
Claims outstanding
Reimbursable contracts
Total liabilities for policyholder benefits
UNEARNED PREMIUM INCOME:
Premiums and unallocated receipts
Federal Employees Program
DEPOSITS AND ADVANCES
ACCOUNTS PAYABLE AND ACCRUED EXPENSES
Total liabilities

243.9

243.3

51.5
56.3
12.2
82.6

42.8
76.6
15.4

446.5

453.9

296.5

191.0

75.8

COMMITMENTS AND CONTINGENCIES
POLICYHOLDERS ' EQUITY

POLICYHOLDERS' EQUITY

$

Total liabilities and policyholders' equity

743.0

$

644.9

See accompanying notes to consoliaatedfinancial statements.
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CONSOLIDATED STATEMENTS OF OPERATIONS

&

POLICYHOLDERS' EQUITY

CONSOLIDATED

For the years ended
December 31,
1990
1991

STATEMENTS

OF

CASH

For the years ended
December 31,
1991
1990

f

(In Millions)

$ 1,690.9

REVENUE

$

•

1,509.9

FLOWS

(In Millwns)

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS:
CASH FLOWS FROM OPERATING ACTIVITIES:

CLAIMS AND MEDICAL EXPENSE

~

1,280.4

1,167.5

347.8

317.8

1,628.2

1,485.3

62.7

24.6

44.4

36.7

107.1

61.3

II

$ 1,707.4

Premiums and other revenue received

(1,283.0)
(356.5)
35.3

Claims and medical expense paid
OPERATING EXPENSE

Cash paid to suppliers and employees
Interest and dividends received

Total expense

1,501.6
(1,157.7)
(291.6)
36.5

103.2

88.8

691.3
19.6
134.7

336.8
21.7
79.0

Purchase of property and equipment

(801.9)
(51.6)
(98.5)
(11.8)

(396.3)
(41. 9)
(62.6)
(12.0)

Net cash used in investing activities

(118.2)

(75.3)

(15.0)

13.5

92.7

79.2

Net cash provided by operating activities
Operating income

$

CASH FLOWS FOR INVESTING ACTIVITIES:
INVESTMENT AND RELATED INCOME
Income before income taxes and extraordinary item

&

Proceeds from investments sold or matured:
Fixed maturities
Equity securities

PROVISION FOR INCOME TAXES
Income before extraordinary item

23.9

13.8

83.2

47.5

Short-term investments
Cost of investments purchased:
Fixed maturities
Equity securities
Short-term investments

EXTRAORDINARY ITEM - utilization of operating
loss carryforwards

13.5

12.5

Net income

96.7

60.0

Net increase (decrease) in cash and cash equivalents

132.8

191.0

POLICYHOLDERS' EQUITY, BEGINNING OF YEAR

Cash and cash equivalents at beginning of year

$

Cash and cash equivalents at end of year

NET CHANGE IN UNREALIZED APPRECIATION OF

(1.8)

8.8

EQUITY SECURITIES

$

POLICYHOLDERS' EQUITY, END OF YEAR

296.5

.

See accompanying notes to consolidated financial statements.

$

92.7

Cash paid for income taxes during 1991 and 1990 was $13.9 and $1.8 million, respectively.

191.0

$

77.7

See accompanying notes to consolidated financial statements.

"'

fourteen

BL U

E

CROSS

8r:

BLUE

SH I E L D

OF'

F L O R I D A,

I NC.

Be

SU B--S I D I AR I E S

----------

BLUE

CROSS

&

BLUE

SHIELD

OF

FLORIDA,

I NC.

8r:

SUBSIDIARIES

f'fteen

NOTE

(continued)

s
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To .

DATED

Note 1. Summary of Organization and Significant

For the years ended
December 31,
1991
1990

Accounting Policies

a mutual insurance company, provides basic medical,

PROVIDED BY OPERATING ACTIVITIES:

96.7

$

NET INCOME

$

60.0

major medical, comprehensive and complementary

on the first-in first-out basis of identification.

Florida and markets life insurance products in

9.9

Depreciation and amortization .
Amortization of investment discounts and premiums, net

(1.4)

Net realized (gain) loss on sale of investments

(6.6)

7.1
(1.8)
1.6

_,.

\

.I

Premiums and other receivables

7.0

is recognized in income when earned.

Company, Inc., a wholly owned subsidiary.
The Plan also serves other Blue Cross and Blue Shield

Reimbursable contracts receivable

(.3)

Deferred expenses and other assets

(15.0)
.6
8.7
(3 .2)
6.8

Liabilities for policyholder benefits
Unearned premium income and unallocated receipts
Deposits and advances
Accounts payable and accrued expenses

8.5
4.7
1.3
21.4

6.5

TOTAL ADJUSTMENTS

$

NET CASH PROVIDED BY OPERATING ACTIVITIES

S~e accompanying notes to consolidated.financial statements.

103.2

method over the estimated useful lives of the assets.

Federal Employees Health Benefits Program (FEP) .

DEFERRED ACQUISITION COSTS

The Plan is a member of the Blue Cross and Blue

The costs of acquiring new business, principally

Shield Association (the Association) which establishes

direct marketing expenses, and certain expenses of

national policies and sets standards for the Plans. The

policy issuance have been deferred. These

Association is not an affiliate or guarantor of the Plan.

expenses vary with, and are primarily related to,
the production of certain medicare supplemental

BASIS OF PRESENTATION AND PRINCIPLES
OF CONSOLIDATION

28.8
$

Depreciation is computed on the straight-line

Comprehensive Health Asso_ciation (FCHA), and the

Increase (decrease) in certain liabilities:

PROPERTY AND EQUIPMENT
Property and equipment are recorded at cost.

the State of Florida - Employee Group, the F1orida

(8.2)
(4.8)
(1.0)

REVENUE RECOGNITION
Premiums are billed in advance of coverage periods
and recognized as revenue when due. Other revenue

F1orida through Florida Combined Life Insurance

Plans' subscribers and programs such as Medicare,

Decrease (increase) in certain assets:

term investments which mature within 90 days or
less are considered to be cash equivalents.
Net realized investment gains and losses are calculated

Organizations and managed care networks throughout
PROVIDED BY OPERATING ACTIVITIES:

government-sponsored agencies. These investments

hospitalization and other health benefits as well as
coverages. The Plan operates Health Maintenance

ADJUSTMENTS TO RECONCILE NET INCOME TO NET CASH

TATEM EN :rs

are stated at amortized cost which approximates

Blue Cross and Blue Shield ofF1orida, Inc. (the Plan),

RECONCILIATION OF NET INCOME TO NET CASH

s

market value and mature within two years. Short-

ORGANIZATION

(In Millwns)

FI NANCI AL .

88.8

products issued after October 1, 1990. The
deferred acquisition costs of $9.1 million and $1.8

The accompanying financial statements have been

million, net of amortization, for 1991 and 1990,

prepared on the basis of generally accepted

respectively, are included in deferred expenses

accounting principles.

and other assets and are being amortized over the
premium-paying period of the related policies.

The consolidated financial statements include the
accounts of the Plan, its wholly owned subsidiaries

LIABILITIES FOR POLICYHOLDER BENEFITS

and affiliate (the Company). All significant

.,

;

I

l

The Company accrues for incurred and

intercompany transactions have been eliminated.

unreported claims based on historical paid claims
INVESTMENTS

data and experience using actuarially accepted

Fixed maturities are carried at cost adjusted for

statistical methods. The assumptions used in

amortization of premium and discount. Equity

determining the liability are periodically reviewed

securities are carried at published market value

and any adjustment resulting from these reviews is

and changes in such value are reflected as a direct

reflected in current operations. Processing costs

credit or charge to policyholders' equity, net of

related to such claims are expensed as incurred.

applicable deferred income taxes.
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The liabilities for reimbursement contracts

Short-term investments consist of U.S. Treasury

(National Accounts, FEP, Cost Plus and Minimum
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NOTES

TO CONSOLIDATED

FINANCIAL

STATEMENTS

NOTES

Note 3. Property and Equipment

EXPENSE REIMBURSEMENT

of business in order to determine the expense

(In Millions)

Land
Buildings and improvements
Equipment

reimbursement due from Medicare, where the
Company acts as a fiscal intermediary, and

$

3_.0
39.6
57.6

3.0
36.5
48.8

$

from other Blue Cross and Blue Shield Plans
Total property and
equipment
Less accumulated
depreciation

for which the Plan processes claims. The
Company is reimbursed for either costs
incurred or amounts based on predetermined
budgets.

Net property and
equipment

100.2

88.3

55.3

47.4

The Company leases office space and data processing and

this time. At such time as the obligations of the plan

office equipment under leases which expire on various

exceed its assets by a sufficient margin, the Company

dates through 1996 and thereafter. The following is a

will make additional contributions which will reduce

schedule of future approximate minimum rental payments

the accrued pension liability. Assets of the National

due under operating leases that have initial or remaining

Retirement Trust consist primarily of listed equity

non-cancellable lease terms in excess of one year:

securities and U.S. Government and corporate bonds.

Reimbursements of $143 million for 1991 and

recognized in the Company's consolidated financial

$116 million for 1990 (which approximate the

Note 4. Agency Contracts

statements, and major assumptions used to determine

cost of administering these programs) are

The Plan serves as intermediary for the Medicare

these amounts:

included in revenue. The actual cost of

program and acts as administrator for the State of

administration is included in operating

Florida - Employee Group Health Self-Insurance

expense . Reimbursements and claim payments

Plan. Claims relating to these programs, as shown

are subject to audit by the respective agencies

in the following table, are not reflected in the

and any resulting adjustments are reflected in

accompanying consolidated financial statements.

current operations.

December 31,
1990

1991
--

---

1.61

1.30

State of F1orida

$

24.5
Medicare

21.2

18.3

Interest receivable
Others
Total

6,326.4

285.4

$

229.8

5.2

6.9

contributory pension plan covering substantially all

5.9

4.8

of its employees. The pension plan is funded through

14.4

11.7

the Blue Cross and Blue Shield National Retirement

83.1

88.2

Trust, a collective investment trust which services
the retirement programs of its participating

Less allowance for

12.5

doubtful accounts

$

Total, net

$

10.6

70.6

$

employers. The plan provides benefits based on
years of service and the employee's compensation

77.6

in the years immediately preceding retirement.
The Company's funding policy is to meet the minimum

receivables and unearned premiums related to

requirements of applicable regulations, and, from

FEP. The amounts recorded for 1991 and 1990

time to time, to fund such additional amounts as it

had no effect on net income.

deems appropriate. Limitations established by the

B
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&

B
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Note 7. Income Taxes
consolidated income tax return.

3.6

$

a charge in lieu of income taxes of $13.5 million for an

SH I
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U

$

78.9

67.3

$

amount equivalent to the income taxes saved through

BS I DI A

The provision for income taxes also includes a deferred

Accumulated benefit obligation:
Vested
Nonvested
Provision for future salary

R I ES

benefit of $4.3 million which results from timing
differences in reporting income and expenses for
financial reporting and income tax purposes. Accruals

30.1

26.8

for pension costs and certain insurance reserves and

73.1

63.2

deferrals of policy acquisition costs are the primary

Excess of plan assets over projected
benefit obligation
Unrecognized prior service cost
Unrecognized net gain

5.8
3.1
(15.2)

4.1
3.4
(9.2)

Unrecognized net assets
Accrued pension (liability)

(6.8)
(13.1)

increases

Projected benefit obligation

...

34.4
2.0

41.8
1.2

sources of these timing differences.

-

$

MAJOR ASSUMPTIONS:

The Plan records its proportional share of

eighteen

4.1

BENEFIT OBLIGATIONS:

The Company participates in a defined benefit, non-

Federal Employees
Program

million, respectively.

utilization of the net operating loss carryforwards.

Note 5. Employee Pension Plan

7.5

6.2

National accounts

64.0

ACTURIAL PRESENT VALUE OF PROJECTED

$ 6,465.8
$

State of F1orida

Medicare and other
government agencies

$

Plan assets at fair value

11.6

11.5

$

FuNDED STATUS OF

( In MUlions)

lnterplan Service
Benefit Bank

20.9
17.4
14.6
8.2
2.4
.5

The Plan and its wholly owned subsidiaries file a
(0.5)

THE PENSION PLAN:

PREMIUMS AND OTHER:

21.6

$

The provision for income taxes of $23. 9 million includes

---

Amount Paid
1991
1990
---

$

4.7
5.2
(5.8)

$

(0.5)

Net pension cost

(In Millwn,)

Subscribers and members

5.0
5.7
(6.1)

Service cost
$
Interest cost
Return on plan assets
Amortization of unrecognized

Note 2. Receivables
40.70

1992
1993
1994
1995
1996
Thereafter

Rental expense for 1991 and 1990 was $22.5 and $18.9

amounts

45.20

(In Million, )

---

COMPONENTS OF PENSION EXPENSE:

(In MUlion,)

Medicare

Basic Rental Commitments

(In Million,)

Number of Claims Processed
1991
1990

December 31,
1991
1990

Year Ending December 31 ,

The following tables detail the components of pension

40.9

$

STATEMENTS

additional funding of the employee pension plan at

expense, the funded status of the plan, amounts
44.9

$

FINANCIAL

Note 6. Rentals Under Operating Leases

Internal Revenue Code discourage through penalties

December 31,
1990
1991
---

Operating expense is allocated to various lines

TO CONSOLIDATED

Discount rate
Rate of increase in
compensation levels
Expected long-term rate of
return on plan assets

BL U

E

CROSS

&

BL U

(7.5)
(9.2)

$

The Company's effective tax rate of22.3% and 22.5% for
1991 and 1990, respectively·, is less than the statutory rate
of 39.5% (34% federal, 5.5% state) due to the special
deduction available to Blue Cross and Blue Shield
organizations. As a result, the Company is subject to the

9.0%

9.0%

alternative minimum tax (AMT) provisions which tax
income at a rate of 23.3% (20% federal, 3.3% state).

4.5%-8.0%

4.5%-8.0%

9.0%

9.0%

For regular tax purposes, net operating loss carryforwards

E

SH I E L D

OF

of $54.2 million expiring in the years 2002-2003 are

F L O RI DA ,

I NC.
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nineteen

available as of December 31, 1991. In 1991, the Company

Note 9. Contingencies

utilized all AMT net operating loss carryforwards.

In the normal course of its business operations,

The Company also has a minimum tax credit of $2.3
million available, subject to certain limitations, to offset
future regular tax liability. The credit results from the
payment of alternative minimum tax in 1990 and 1991
and may be carried forward indefinitely.

the Company is involved in routine litigation from
time to time with insureds, beneficiaries, and
others, and a number of such lawsuits were
pending at December 31, 1991. In the opiuion of
. management, the ultimate liability, if any, would
not have a material adverse financial effect upon

Note 8. Statutory Reporting

the Company. In addition to routine litigation,

The financial statements of the Company included

there is one suit against the Company in which a

herein have been prepared in conformity with generally

substantial amount is being claimed. This suit is in

accepted accounting principles (GAAP). The Plan

the early stages oflitigation; its outcome cannot be

reports to the Insurance Department of the State of

predicted at this time.

Florida on the basis of statutory accounting practices
excluding subsidiaries and affiliate results. A

The Health Care Financing Admiuistration and

reconciliation between the GAAP policyholders' equity

the Office of Inspector General of the United
States Department of Health and Human Services

and statutory surplus follows:
December 31,
1991
1990
(In Million,)

296.5

$

$

191.0

Medicare Secondary Payer laws. Management is
unable at this time to predict the outcome of such

Less certain asset exclusions:
Net investments in snbsidiaries
Furniture, equipment and other
Deferred expenses
Other, net
Non-admitted assets, net

Active life reserves
GAAP pension accrual
Other, net

(4.0)
(23.6)
(2.6)
2.4

(43.6)

(27.8)

The Company issues a number of products which

(15.8)
(31.9)

are priced in such a way as to generate income in

188.6

$

claims but believes that it has adequately

(7.2)
(28.9)
(10.4)
2.9

(25.9)
(43.8)
14.8
(9.4)

Additional statutory claim reserves

Statutory surplus of the Plan

Company for the apparent purpose of seeking to
establish against the Company claims under the

Company policyholders' equity
(GAAP)

have each sought to obtain information from the

11.l

(6.7)
$

119.9

Results of operations for the years ended December 31,
1991 and 1990 reconciled to a statutory basis are as follows:

provided for such claims in the accompanying
financial statements.

early years which may be absorbed by losses in
subsequent years. Previously, the Company has
had no contractual obligation to continue these
products or to maintain the current pricing levels.
Accordingly, no liability for policyholder benefits
has been recorded in the accompanying balance
sheets for these products. Effective October 1, 1990,

1991

---

1990

---

(In M~/ion,)

cancelled without regulatory approval and a

Company net income on a GAAP

96.7
(25.8)

$

basis
Less subsidiaries' gains
Plan net income
Additional statutory claim reserves
Active life reserves
Other

BL U

E

CROSS

&

$

60.0
(9.3)

70.9

50.7

(10.1)
(11.9)
5.4

(10.0)
(7.1)
8.6

54.3

Statutory net income of the Plan $

twenty

such products issued after that date may not be

B

$

LU E

liability for policyholder benefits has been recorded.

42.2

SH I E L D

OF

FLOR I DA,

I NC.

6:

SU BS I D I AR I ES

pany
utilized all AMT net Opt'rating

"'In tbe9normal course of its business operations,

The Company also has a minimum

'

time to time with insureds, beneficia1ie.s, and

million available, suhj~t to ce

others, and a number of such lawsuits were

future regular tax liability. Th,

pending at December 31, 199 I. In the opinion of

payment of alternative mirumum

~-

.
~

-

Retired Executive
OrangeParll

not have a material adverse financial effect upon

"

~

HELEN B. ADAMS

management, the ultimate liability, if any, would

and may be carried forw

,

t'il~

the Company is involved in routine litigation from

't/.
,~-;.·. .". I
l

ii~~

DUBOSE AUSLEY

HENRY H. BECKWITH

EDWARD L. BOYKIN

President
Asqhry, McMullen, McGehee,

Chief Executive Officer
First Coast Equlp,,,e,u
Co"'JHl"Y, Inc.

Vice President, Finance and
Chief Financial Officer
Federal Construction
ComjHiny
SI(. Petersburg

Carothers and Proctor
Tallahassee

Jacllsonvllle

the Company. In addition to routine litigation,

ThP. financial .statrJ!lt'11ts of tbe Comp:

then• is one suit against the Company in Yihich a
uhstantial amount is bcing claimed. This suit is in

acrepted accounting principles (G
reports to the Insurance Department of tbe
Florida on the basis of statutory accounting practi,

the earh stat:es of lit.it:ation: its outcome cannot be
predi

December 31,
1991
1990

S

- -t/•MillimuJ
-296.5

S

191.0

(7.2)
(28.9)

Deff'rred expen$CS
Other, net

(10.4)
2.9

•
u

(4.0)
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(31.9)
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$
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$

119.9
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